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To Our Stockholders: 

FISCAL 1971, which marked Colonial’s 70th anniversary 
in the retail food business, was the most successful 
year in the company’s history. Sales rose 5.3 percent 
over the previous year to a record $696,296,075, and 
earnings of $10,069,271, also a new record, were up 
15.6 percent. 

Earnings per share of common stock from operations 
were $3.51 vs. $2.95 in 1970 and more than double what 
they were 10 years ago. Financial highlights are com¬ 
pared with 1970 on the opposite page, and a 10-year 
summary is shown on Page 14. 

On January 26, 1972, directors voted a split-up of 
the common stock in the form of a dividend of one new 
share for each two shares held as of the close of busi¬ 
ness February 14, 1972. The quarterly cash dividend 
was increased to 25 cents per share after giving effect 
to the stock split-up. On an annualized basis, this is 
the equivalent of $1 per share or $1.50 before the split- 
up. Colonial has paid $1.40 per share and a year-end 
extra of five cents for the past four years. 

At year-end, Colonial had 433 retail food stores, 21 
of which were opened in 1971. The 21 new stores have 
416,599 square feet of floor space. Enlargement of 4 
stores provided an additional 9,141 square feet. Eighteen 
older stores with a square footage of 212,591 were 
closed, providing a net gain of 213,149 square feet of 
space for the year. 

On April 12, Colonial’s common stock was listed on 
the New York Stock Exchange, trading under the symbol 
CSI, marking another milestone in the company’s rise 
to national prominence. 

In September, the company issued and sold $15,000,- 
000 of 8% sinking fund debentures, due in 1996. From 
the proceeds, the company has repayed the entire 
outstanding issue of its 4.90% sinking fund debentures 


and will repay all other outstanding long-term debt no 
later than February 1, 1973. Remaining funds from the 
financing will be used for general corporate purposes. 

Three new directors were elected in 1971. They are 
Russell S. Beede, treasurer of Shaker Workshops, Inc., 
Concord, Mass.; William A. Long, who is associated 
with the Los Angeles law firm of Latham & Watkins, 
and Stuart Shumate, of Richmond, Va., president of 
the Richmond, Fredericksburg and Potomac Railroad. 

Mark Upson, an esteemed member of the Board of 
Directors since 1963, will retire as of the date of the 
annual stockholders meeting March 27, 1972, and a 
successor will be named at that time. Mr. Upson has 
served the corporation with distinction, and his pres¬ 
ence will be greatly missed. 

Expansion plans for 1972 are the most ambitious in 
Colonial’s history. We anticipate that it will be another 
good year. Twenty-six new stores are planned, and, in 
addition, construction will be started on a new distri¬ 
bution center at Thomasville, Ga., designed to more 
efficiently serve existing stores, plus those which are 
contemplated in Northern and Central Florida. 

With completion of another banner year, we extend 
special appreciation to you, our stockholders, to our 
more than 13,000 employees and to the more than 
2,000,000 customers who patronize Colonial each week. 


President 


January 28,1972 



Chairman of the Board 
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The Men Who Run the Company 

Key to the success of any modern corporation is a 
dedicated, experienced and highly professional execu¬ 
tive staff. Colonial is proud of its executive group 
pictured on these pages. Some have come up through 
the organization. Others have been brought in under a 
deliberate program to infuse new blood. Together they 
represent a total of 517 years of experience in their 
chosen fields. Their average age is 52. All are married 
and have families. They own their homes and are 
leaders in the communities where they live. On a given 
Saturday, most of them can be found, with their wives, 
pushing a shopping cart through one of our stores. To 
some, this might be considered a busman’s holiday, 
but to them, it is a calculated method of determining 
how well we serve our customers —and serving our 
customers is the name of the game at Colonial. 


Corporate Officers 


ERNEST F. BOYCE 

President 

Chief Executive Officer 

L. B. ALLEN J. RICHARD FOWLER 

Vice President Vice President 

Stores Development & Properties Finance and Treasurer 



Ernest F. Boyce 


RENAUD NICHOLSON W. H. McCHESNEY 

Vice President Controller 

Marketing 

I. B. POLLARD* 

Secretary 

Staff Officers 


T. B. BAILEY 

Vice President 
Manufacturing 

I. E. FAIN 

Vice President 
Public Relations 

H. M. THORNTON 

Vice President 
Warehousing and 
Transportation 


A. A. BISSMEYER 

Vice President 
Grocery Merchandising 

R. H. SWEENEY 

Vice President 
Industrial Relations 

I. L. ZAHNER 

Vice President 
Management Information 


Operating Officers 


I. R. MOON** 

Vice President 
Atlanta Division 


W. B. LAWRENCE 

Vice President 
Midwest Division 


R. L. BELVIN 

Regional Vice President 
Norfolk. Columbia. Raleigh. Jacksonville 


G. J. REUSS 

Vice President 
Norfolk Division 

W. G. SPEARMAN 

Vice President 
Raleigh Division 


J. H. LLOYD 

Vice President 
Columbia Division 

E. H. VICKERY, JR. 

Vice President 
Jacksonville Division 


*Retires March 1, 1972, will be succeeded by J. W. Rowe 
**Corporate Officer 


2 



W. B. Lawrence. T. B. Bailey. Renaud Nicholson 

J. B. Pollard, J. W. Rowe 















W. G. Spearman. R. L. Belvin 


G. J. Reuss. A. A. Bissmeyer 

J. Richard Fowler. J. H. Lloyd. R. H. Sweeney 


J. R. Moon. W. H. McChesney 


J. E. Fain. J. L. Zahner 

H. M. Thornton. E. H. Vickery, lr.. L. B. Allen 
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1971 - 

Review of Another Record Year 


In reviewing Colonial’s 70th anniversary year, several 
things stand out. 

Possibly the most significant was the ability to cover 
increased costs and substantially improve earnings 
while operating under a retail price freeze. Improved 
management practices developed over the past several 
years made this possible. 

From the date of the original freeze on August 15, 
and even after ceilings were lifted on November 15, 
Colonial diligently held the price line on regulated 
items. Though some price adjustments are inevitable in 
1972, emphasis will be placed on holding them to an 
absolute minimum with the objective, first, of fighting 
inflation, and, second, of attracting additional sales 
which will add to total profit dollars. Though the profit 
margins of retailers are limited under Phase II of the 
Economic Stabilization Program, there is no restriction 
on the amount of profit dollars that can be earned 
through increased sales. 

OPERATING IMPROVEMENTS 

The greatest contribution to increased earnings in 
1971 came from closer coordination in the purchasing of 
merchandise, supplies and equipment through central¬ 
ized buying offices and from the expansion of private 
and controlled label lines. 

Another major contribution came from tighter con¬ 
trols in retail stores, resulting in a sharp reduction in 
inventory losses from pilferage and human error. Also 
contributing were such things as improved manufac¬ 
turing profits, closing of marginal stores and a reas¬ 
sessment of the value of various promotional activities. 

At the same time, increases in store operating costs 
were largely offset by a rise in average sales per store. 
(con't. on page 6) 


WHERE THE COLONIAL INCREASED PROFIT 
DOLLAR CAME FROM IN 1971 

Despite a freeze of retail prices, Colonial was 
able to substantially increase its profit dollars 
in 1971. Here's where each additional profit 
dollar came from: 

58 cents came from additional emphasis on 
private and controlled labels and from better 
coordination of merchandise purchases through 
central buying offices. 

19 cents came from tighter controls which 
sharply reduced inventory losses from pilferage 
and human error. 

8 cents came from manufacturing profits. 

7 cents came from a reassessment of pro¬ 
motional values. 

6 cents came from centralization of supplies 
and equipment procurement. 

2 cents came from closing of sub-marginal 
stores. 




STORE DECOR is becoming 
increasingly more important 
in attracting customeis. 
particularly in large shopping 
centers where supermarkets 
must match their eye appeal 
against major department 
stores and gayly decorated 
boutiques. Colonial has long 
been recognized for its unique 
designs. Pictured are interiors 
of some of the company's 
newest stores. 
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QUALITY FOOD PRODUCTS from Colonial s 
own plants are moving across store 
checkout counters in increasing 
quantities with the addition of new 
manufacturing and processing facilities 
and the development of new lines of 
private and controlled label merchandise. 
Manufacturing and processing made a 
substantial contribution to improved 
earnings in 1971. 




































ELECTRONIC ORDERING 

During the year, Colonial moved aggressively in ex¬ 
panding retail store size, developing new merchandising 
techniques, adding to manufacturing and processing 
capacity and in making added use of electronic data 
processing equipment. 

In the latter area, an electronic ordering system was 
installed in three of the company’s six operating divis¬ 
ions. It will be extended to the entire chain in 1972. 
Utilizing newly developed equipment, the system elimi¬ 
nates several costly steps in ordering by stores and 
speeds delivery of merchandise by as much as 48 hours. 
It also provides tighter control of store inventories and 
practically eliminates out-of-stock conditions, long a 
major problem with all retailers. 

TREND TO LOW MARGIN 

The trend toward the larger low margin store that 
uses every day low prices as its principal promotional 
tool was accelerated in 1971. Additional emphasis was 
also placed on store decor, particularly in remodeled 
units, to increase their appeal to shoppers. 

Of the 21 new stores opened during the year, 19 
were low margin units and two were conventional 
supermarkets. In addition, 19 conventional supermarkets 
were remodeled and converted to low margin units 
bringing the total of this type of store to 142, or 33 per¬ 
cent of total retail outlets, at year end. There were 104 
low margin stores at the beginning of 1971. Low margin 
stores by end of 1971 were producing 42 percent of 
total sales. 

All of the 26 new stores scheduled for 1972 will be 
low margin units and 24 additional conventional super¬ 
markets are scheduled to be converted to low margin 
operations. 

Low margin stores operate under a variety of names 
including Big Star, K-Mart Foods, Richway, Treasure 
City and Zayre Foods, and are about 25 percent larger 
than conventional stores. The average sales per store 
in the low margin group currently is 48 percent greater 
than in conventional supermarkets. 

FOOD PROCESSING 

With the addition of new lines and expanded capac¬ 
ity, products of Colonial food processing and manu¬ 
facturing plants flowed across store check out counters 
in increasing quantity. While these operations have 
only a minor effect on sales volume, since the bulk of 
their output moves through Colonial’s own retail out¬ 
lets, they make a sizable contribution to corporate 
earnings. 

The new Spartanburg (SC) Dairy Center was com¬ 
pleted in late 1971, and began supplying company 
stores with fresh milk in gallon containers in December. 
Production will be expanded to include fresh milk in 
half-gallon containers, ice cream and other frozen des¬ 
serts and low fat milk products early in 1972. 

The Lexington (NC) manufacturing plant expanded 
its line of jellies, jams, preserves and spreads to include 
pickles, syrups and sauces and in addition began pro¬ 
duction of institutional size packs of mayonnaise and 
salad dressings. 


TRAINING OF PERSONNEL 

During the year, Colonial continued to place emphasis 
on training of personnel both to perform more efficiently 
in present jobs and to accept added responsibilities as 
the organization expands. Results of this training were 
seen in the marked reduction of human error in various 
phases of the operation. 

NUTRITION PROGRAM 

With lack of proper nutrition becoming a matter of 
national concern, Colonial’s Consumer Affairs Depart¬ 
ment took the lead in an intensive nutritional awareness 
program. Through the company’s advertising and per¬ 
sonal appearances by the Director of Consumer Affairs 
before groups of educators and on radio and television, 
proper dietary habits were brought to the attention of 
thousands of consumers. Using the theme, “Good Nu¬ 
trition Need Not Be Expensive,” wise buying methods 
were heavily stressed, with low income groups as 
particular targets. 


ELECTRONIC ORDERING 
by stores became a reality 
in 1971 and is expected to 
become chain wide in 1972. 
The newly developed 
equipment being used by 
Colonial is shown in this 
picture. 

NUTRITION AWARENESS 
is a major objective of 
Colonial’s Consumer 
Education Program. The 
company’s director of 
consumer affairs is shown 
(below) in a typical activity 
conducting a class for 
University Extension 
Service home economists. 
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Statement of Consolidated Earnings 

Year ended January 1, 1972 with comparative figures for 1970 


Sales and operating revenues. 

Cost of sales.. 

Selling, general and administrative expenses 


Operating profit. 

Other income (net) —interest and sundry items 


Interest expense on long-term debt. 

Earnings before Federal income taxes 

and extraordinary item. 

Federal income taxes (Note 3). 


Earnings before extraordinary item. 

Gain on sale of Galaxy Drug Division, net of 

$120,000 income tax. 

Net earnings. 


Earnings per common share (Note 5): 

Before extraordinary item. 

Extraordinary item, net. 

Net earnings. 


Average number of common shares outstanding 



1971 

$696,296,075 

542,294,954 

136,181,342 

678,476,296 

17,819,779 

1,152,758 

18,972,537 

703,266 

18,269,271 

8,200,000 

10.069,271 


$ 10,069,271 


$3.51 


$3.51 

2,855,717 


1970 


661,157,433 

517,907,066 

128,445,170 

646,352,236 

14,805,197 

1,540,036 

16,345,233 

419,341 

15,925,892 

7,500,000 

8,425,892 

281,502 

8,707,394 


2.95 

.10 

3.05 


2,834,810 


See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheet 

January 1, 1972 with comparative figures as of January 2, 1971 


ASSETS 


January 1, January 2, 

1972 1971 


Current assets: 

Cash. 

Short-term investments, at cost 

(approximates market). 

Cost of properties under construction (to be 

sold under lease-back arrangements). 

Receivables, less allowance for doubtful 

accounts, $57,758 (1970, $57,213). 

Inventories, stated substantially at lower of 
cost or replacement market (first-in, first-out 

or retail method). 

Prepaid and deferred expenses. 


$ 3,279,917 

35,511,734 
65,985 
3,369,615 

49,602,844 

1,845,763 


2,395,589 

16,004,114 


3,397,635 


46,337,654 

1,767,128 


Total current assets 


93,675,858 69,902,120 


Sinking fund for retirement of cumulative 
preferred stock (Note 2). 




5,490 


9,770 


Investments and sundry assets, at cost 


88,946 


89,326 


Property and equipment, at cost (Note 3): 

Land. 

Buildings and improvements. 

Fixtures and equipment. 

Transportation equipment. 

Improvements to leased premises. 

Construction in progress. 


Less accumulated depreciation. . . . 
Net property and equipment. . . 
Unamortized long-term debt expenses 


3,397,248 

3,535,441 

5,921,865 

6,400,031 

68,298,845 

64,229,898 

10,670,351 

9,841,252 

11,537,169 

10,857,934 

969,952 

443,577 

100,795,430 

95,308,133 

47,729,380 

44.997.697 

53,066,050 

50,310,436 

253.746 

26.503 

$147,090,090 

120.338.155 


See accompanying notes to consolidated financial statements. 
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LIABILITIES & STOCKHOLDERS’ EQUITY 


Current liabilities: 

Accounts payable. 

Accrued expenses. 

Federal income taxes (Note 3). 

Current portion of long-term debt. 

Total current liabilities. 

Long-term debt (Note 6): 

8% sinking fund debentures, due October 1, 1996; $800,000 
redeemable annually, beginning in 1982, through sinking 
fund and $3,800,000 in 1996 (less unamortized discount 

based on effective interest rate of 8.05% — $73,987). 

3-3/8% and 3-3/4% unsecured promissory notes, 

payable $650,000 in 1972 and $7,150,000 in 1973. 

4.90% sinking fund debentures, due May 1, 1977, $200,000 redeemable 
annually to 1976 through sinking fund and $1,200,000 in 1977 (Note 4). 

Total long-term debt (exclusive of current portion). 

Other long-term liabilities (Note 7). 

Deferred Federal income taxes (Note 3). 

Noninterest-bearing unsecured one-year promissory 

notes, renewable annually at company option. 

Stockholders’ equity: 

4% cumulative preferred stock of $50 par value per share. Authorized 

and issued 28,200 shares (1970, 28,803 shares) (Note 2). 

Common stock of $2.50 par value per share. Authorized 8,000,000 shares; 

issued 2,898,755 shares (1970, 2,866,489 shares) (Note 5). 

Capital in excess of par value of capital stock. 

Retained earnings (Note 6). 

Less common stock held in treasury, 29,889 shares 

(1970, 31,292 shares), at cost. 

Total stockholders’ equity. 

Commitments and contingencies (Note 8) 



January 1, 

1972 

January 2, 

1971 

$ 24,033,083 

18,474,480 

10,889,279 

8,848,789 

1,825,240 

1,588,589 

650,000 

650,000 

37,397,602 

29,561,858 

14,926,013 


7,150,000 

7,800,000 


2,061,000 

22,076,013 

9,861,000 

3,594,098 

3,360,092 

2,268,472 

2,391,603 

2,286,064 

2,285,692 

1,410,000 

1,440.150 

7,246,888 

7,166,223 

4,474,052 

3,835,316 

67,109,110 

61.243.133 

80,240,050 

73,684,822 

772,209 

806,912 

79,467,841 

72,877,910 

$147,090,090 

120,338,155 
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Statement of Consolidated Stockholders' Equity 

Year ended January 1, 1972 with comparative figures for 1970 


Preferred stock (Note 2): 

Beginning of year. 

603 shares retired during 1971 (1,797 in 1970). 

End of year. 

Common stock: 

Beginning of year. 

32,266 shares issued under stock option plans 

(475 in 1970) (Note 5). 

End of year. 

Capital in excess of par value of capital stock: 

Beginning of year. 

Difference between cost and par value of 
cumulative preferred stock retired through 

sinking fund (Note 2). 

Difference between fair market value and average 
cost of treasury shares issued to employees 

under incentive bonus plan. 

Excess of consideration received over par value of 

common stock issued under stock option plans (Note 5). 
Expenses incurred in connection with listing on 

the New York Stock Exchange. 

End of year. 

Retained earnings (Note 6): 

Beginning of year. 

Net earnings for the year. 

Dividends paid: 

Cumulative preferred stock: 

4% series ($2.00 per share). 

Common stock ($1.45 per share). 

End of year. 

Cost of common treasury shares: 

Beginning of year, 31,292 shares (1970, 33,800 shares). . . . 

100 shares reacquired during 1971. 

1,503 shares issued to employees under incentive 

bonus plan (1970, 2,508 shares). 

End of year, 29,889 shares (1970, 31,292 shares). 


Total stockholders' equity 



Cf 

1971 

1970 

$ 1,440,150 
(30.150) 

1,530,000 

(89,850) 

1,410,000 

1,440,150 

7,166,223 

7,165,035 

80,665 

1,188 

7,246,888 

7.166.223 

3,835,316 

3,801,676 

11,410 

30,652 

6.708 

(5,156) 

651,210 

8,144 

(30,592) 

_ 

4,474.052 

3,835,316 

61,243,133 

10,069,271 

56,705,873 

8,707,394 

(56,406) 

(4,146,888) 

(59,313) 
(4.110,821) 

67,109,110 

61.243,133 

(806,912) 

(4,054) 

(871,917) 

38,757 

(772.209) 

65,005 

(806.912) 

$79,467,841 

72.877,910 


See accompanying notes to consolidated financial statements. 
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Statement of Changes in Consolidated Financial Position 

Year ended January 1, 1972 with comparative figures for 1970 


1971 


Funds provided: 

Earnings before extraordinary item. 

Add (deduct) charges (credits) neither requiring 
(nor providing) funds in the current period: 

Depreciation and amortization. 

Deferred income taxes, net (Note 3). 

Amortization of deferred debt expenses. 

Loss on sales and abandonments of property and equipment 

Provision for deferred pension expenses (Note 7). 

Other. 

Funds provided from operations. 

Funds provided by extraordinary item. 

Total funds provided by operations. 

Proceeds from sale of 8% debentures, net of discount. 

Proceeds from sale of property and equipment. 

Proceeds from sale of common stock (Note 5). 

Increase in other long-term liabilities. 

Incentive bonus paid in common stock. 

Decrease in investments and sundry assets. 

Funds used: 

Additions to property and equipment. 

Dividend payments. 

Prepayment of 4.90% debentures, net of premium (Note 4). 

Decrease in long-term debt. 

Decrease in other long-term liabilities. 

Expenses in connection with 8% debentures. 

Decrease in deferred Federal income taxes resulting 

from Internal Revenue Service examination. 

Purchases of preferred stock before retirements (Note 2). 

Purchase of common stock for treasury. 

Expenses of listing on New York Stock Exchange. 

Increase in working capital. 

Changes in working capital: 

Increase (decrease) in current assets: 

Cash. 

Short-term investments. 

Accounts receivable, net. 

Inventories. 

Prepaid and deferred expenses. 

Properties under construction. 

Increase (decrease) in current liabilities: 

Accounts payable. 

Accrued expenses. 

Federal income taxes. 

Increase in working capital. 


$10,069,271 


7,363,875 

(123,131) 

29,391 

385,502 

300,000 

372 

18.025,280 


18,025,280 

14,925,000 

1,162,383 

731,875 

45,465 
_380 

$34,890,383 

$11,667,374 

4,203,294 

1,901,000 

808,987 

65,994 

256,634 


14,460 

4,054 

30,592 

15,937,994 

$34,890,383 


$ 884,328 

19,507,620 
(28,020) 
3,265,190 
78,635 
65,985 

23,773,738 

5,558,603 

2,040,490 

236,651 

7,835,744 

$15,937,994 


See accompanying notes to consolidated financial statements. 



1970 


8,425,892 


6,785,011 

147,998 

16,329 

151,956 

50,000 

793 

15,577,979 

281,502 

15,859,481 

794,213 

9,332 

25,942 

59,849 

2,122 

16,750,939 

11,077,822 

4,170,134 

952,000 


222,000 

68,356 


260,627 

16,750,939 


(509,109) 

879,315 

(865,133) 

1,399,041 

(97,820) 

(822,343 ) 

(16,049) 

(1,068,999) 
1,195,366 
(403,043 ) 

(276,676 ) 

260,627 
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Notes to Consolidated Financial Statements 


January 1, 1972 

(1) PRINCIPLES OF CONSOLIDATION 

The accompanying consolidated financial statements 
include the accounts of Colonial Stores Incorporated 
and subsidiaries, all of which are wholly owned. Inter¬ 
company balance sheet accounts and all significant 
profit or loss on intercompany transactions have been 
eliminated in consolidation. 

(2) PREFERRED STOCK 

Preferred stock is redeemable at par value and accrued 
dividends, and is retired through the sinking fund at the 
rate of 1,200 shares annually. During 1971, 000 shares 
of the 1972 requirements were retired. The remaining 
sinking fund requirements for 1972 aggregate approxi¬ 
mately $14,000 in addition to amounts in the sinking 
fund at January 1, 1972. 


(3) FEDERAL INCOME TAXES 

The components of Federal income tax expense for 
1971 and 1970 are as follows: 


Current (net of investment credit. 1971, 

1971 

1970 

$484,646: 1970, $24,060). 

. . . . $8,323,131 

7,172,002 

Tax surcharge. 

_ - 

180,000 

Deferred. 

. ... (68,000) 

203,500 

Amortization of investment credit. 

.... (55,131) 

(55,502 ) 

Total Federal income taxes. 

.... $8,200,000 

7,500.000 


Depreciation charges against earnings (1971, $7,363,875; 
1970, $6,785,011) have been computed by the straight- 
line method, whereas for income tax purposes, depre¬ 
ciation on certain buildings, fixtures and equipment, 
and transportation equipment has been computed by 
accelerated methods. Deferred income taxes arise as a 
result of claiming depreciation for income tax purposes 
in excess of that taken in the accounts and from certain 
other timing differences. 

The investment tax credits for years ended after 1963 
have been taken directly into income as a reduction of 
Federal income tax expense. In prior years, such credits 
were deferred and are being amortized over the esti¬ 
mated useful lives of the qualified assets; the unamor¬ 
tized portion ($32,561) is combined with deferred Fed¬ 
eral income taxes in the accompanying consolidated 
balance sheet. 


(5) RESTRICTED AND QUALIFIED OPTIONS 
TO PURCHASE COMMON STOCK 

At January 1, 1972, options granted to certain officers 
and employees to purchase 71,861 shares of the com¬ 
pany’s common stock were outstanding under the 1961, 
1966, and 1969 restricted and qualified stock option 
plans. Under the 1966 and 1969 plans, 700 shares and 
26,000 shares, respectively, are available for future 
grants. Options outstanding under the 1961, 1966, and 


1969 

plans 

are summarized 

as follows: 

Market 





Option 

Price at 

Shares 

Plan 

Year 

Years 

Price 

Date Granted 

Under 

Year 

Granted 

Exercisable 

(Per Share) 

(Per Share) 

Option 

1961 

1962 

1963 to 1972 

$17.25 

$18.00 

1,011 

1961 

1970 

1970 to 1975 

24.75 

24.75 

1,250 

1961 

1971 

1971 to 1976 

32.00 

32.00 

5,000 

1966 

1967 

1967 to 1972 

23.00 

23.00 

8,550 

1966 

1968 

1968 to 1973 

29.001 

29.00] 

9,500 




32.001 

32.00] 

3,500 

1966 

1970 

1970 to 1975 

24.75] 

24.75] 

2,250 




23.75] 

23.75] 

1,500 

1966 

1971 

1971 to 1976 

34.50 

34.50 

5,500 

1969 

1970 

1970 to 1975 

21.00] 

21.00] 

5,000 




24.75] 

24.75] 

9,800 

1969 

1971 

1971 to 1976 

34.50 

34.50 

19,000 


71,861 

In accordance with the requirements of the qualified 
stock option plan and the Internal Revenue Code, op¬ 
tions totaling 12,500 shares granted to certain optionees 
are not exercisable until options granted to them at a 
higher price have been fully exercised or expire. 

Changes in exercisable shares on option during 1971 
were as follows: 


Year Granted 

1961 1962 1966 1967 1968 1970 1971 

Balance. Jan. 2, 1971. 5,555 1,211 13,300 1,325 7,800 1,000 

Changes during 1971: 

Options which be¬ 
came exercisable. 975 311 - 23,250 2,600 2,400 5,900 

Options exercised.(6,530) (711) (7,800)(16,025) - (1,200) - 

Options cancelled. - — (5,500) — 

Balance, Jan. 1, 1972. 811 - 8,550 10,400 2,200 5.900 


The 71,861 shares under option have not been included 
as common stock equivalents in the calculation of earn¬ 
ings per share, since the assumption of exercise would 
have less than a 3% dilutive effect. 


(4) REDEMPTION OF 4.90% SINKING FUND 
DEBENTURES 

In December, 1971, the company called the then remain¬ 
ing outstanding debentures in the aggregate amount of 
$1,932,690 which included premium of $31,690 for early 
redemption. Prior to calling the debentures in 1971, the 
company made purchases for the sinking fund in the 
amount of $160,000. 


(6) RETAINED EARNINGS 

Provisions of the indentures relating to the 3-3/8% and 
3-3/4% unsecured notes payable and the 8% sinking 
fund debentures contain restrictions as to payment of 
cash dividends and (under the 8% debentures) repur¬ 
chases of the company’s stock and conversion of in¬ 
debtedness to stock. At January 1, 1972, $21,578,000 of 
retained earnings are free of such restrictions. 
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(7) RETIREMENT PLAN FOR EMPLOYEES 

The company has a trusteed, noncontributory pension 
plan covering substantially all of its employees and a 
supplemental nonqualified and nontrusteed plan for 
certain executives. 

Total pension costs charged against operations in 
1971 amounted to $550,000 ($550,000 in 1970), of which 
$250;000 has been funded. It has been actuarially deter¬ 
mined that no additional contribution to the fund of 
either current or prior years’ accruals will be required 
over the next several years as a result of the fund growth 
pattern compared with the valuation of projected bene¬ 
fit payments over future years. Therefore, the accruals 
for pension costs not funded are included with other 
long-term liabilities in the accompanying balance sheet. 

(8) COMMITMENTS AND CONTINGENCIES 

Leases in effect at January 1, 1972 (492 in number) on 
store properties, parking lots, manufacturing plants, 
warehouses, and office buildings require a minimum 


annual rental for 1972 of approximately $11,896,000 
plus, in some cases, real estate taxes and other ex¬ 
penses, or increased amounts based on percentages 
of sales. 

All leases will expire during the next twenty-five 
years; in the normal course of business, however, it 
is expected that most will be renewed or replaced by 
leases on other properties. Net rent expense on leased 
properties for 1971 amounted to approximately 
$11,908,000, including (where applicable) real estate 
taxes, other expenses, and additional amounts based 
on percentages of sales. 

Scheduled minimum annual rentals and periods of 
expiration of leases in force at January 1, 1972 are as 


follows: 

Leases 

Number 

Minimum Annual 

Expiring 

of Leases 

Rentals 

1972-1974 

136 

$ 2,220.000 

1975-1981 

235 

5,153,000 

1982-1996 

121 

4,523,000 


492 

$11,896,000 


Accountants' Report 


Peat, Marwick, Mitchell & Co 

CERTIFIED PUBLIC ACCOUNTANTS 
2100 PEACHTREE CENTER SOUTH 
ATLANTA. GEORGIA 30303 


The Stockholders and the Board of Directors 
Colonial Stores Incorporated: 


We have examined the consolidated balance sheet of Colonial Stores Incorporated and 
subsidiaries as of January 1, 1972 and the related statements of earnings, stockholders’ equity 
and changes in financial position for the year then ended. Our examination was made in accor¬ 
dance with generally accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, such financial statements present fairly the financial position of Colonial 
Stores Incorporated and subsidiaries at January 1, 1972 and the results of their operations, and 
the changes in stockholders’ equity and financial position for the year then ended, in con¬ 
formity with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

&*£ '&/*****£ /- (%. 

/ ' 

January 21, 1972 
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Financial and Operating Highlights Last Ten Years 


Sales and operating revenues.. 
Earnings: 

Before Federal income taxes. 

From operations. 

Extraordinary items, net. ... 
Net for year. 

Per common share: 

From operations. 

Extraordinary items, net. . 
Net for year. 

Dividends. 

Retained earnings for year. . . . 

Depreciation. 

New property and 

equipment (net). 

Working capital. 

Total assets. 

Long-term debt. 

Preferred stock. 

Common stockholders’ equity. . 
Equity per common share. 

Average number of common. . . 
shares outstanding. 

Number of food stores. 

Total food store square footage 


1971 

1970 

$696,296,075 

661,157,433 

18,269,271 

15,925,892 

10,069,271 

8,425,892 

— 

281,502 

10,069,271 

8,707,394 

3.51 

2.95 

— 

.10 

3.51 

3.05 

1.45 

1.45 

5,865,977 

4,537,260 

7,363,875 

6,785,011 

5,487,297 

6,795,923 

56,278,256 

40,340,262 

147,090,090 

120,338,155 

22,076,013 

9,861,000 

1,410,000 

1,440,150 

78,057,841 

71,437,760 

27.21 

25.20 

2,855,717 

2,834,810 

433 

430 

7,020,044 

6,806,895 


1969 

1968 

611,216,386 

562,321,049 

14,901,340 

14,770,285 

7,531,340 

7,473,285 

— 

856,254 

7,531,340 

8,329,539 

2.64 

2.63 

— 

.30 

2.64 

2.93 

1.45 

1.45 

3,441,308 

4,218,072 

6,213,820 

5,942,080 

5,585,620 

3,605,983 

40,079,635 

39,112,664 

117,016,855 

115,117,455 

10,813,000 

11,463,000 

1,530,000 

1,560,000 

66,800,667 

63,202,488 

23.59 

22.41 

2,829,728 

2,820,841 

418 

417 

6,439,320 

6,253,155 


...fiDMITTED.TO.THE.LIST.flND.TO.DEflLINGS-.-COLONIfiL.STORES.IIICORPORflTED-COMMON-STOCK PfiF 

$2-50 
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1967 

1966 

1965 

532,004,661 

535,749,589 

493,899,199 

13,262,959 

14,068,954 

12,176,601 

7,113,017 

7,746,761 

6,769,323 

7,113,017 

7,746,761 

6,769,323 

2.49 

2.71 

2.37 

2.49 

2.71 

2.37 

1.40 

1.35 

1.15 

3,150,663 

3,924,238 

3,279,934 

5,956,277 

5,614,318 

5,222,185 

1,622,549 

4,483,494 

5,595,860 

36,884,650 

34,420,039 

33,545,296 

105,902,438 

102,762,247 

99,029,426 

12,405,000 

13,348,000 

14,250,000 

1,560,000 

1,740,000 

1,740,000 

59,176,351 

56,500,946 

52,654,744 

20.93 

19.91 

18.60 

2,832,537 

2,836,110 

2,827,694 

414 

422 

428 

6,118,135 

6,169,825 

6,134,058 


1964 

1963 

1962 

480,482,061 

457,383,750 

449,902,078 

10,613,347 

10,266,770 

9,070,764 

5,856,895 

5,100,159 

4,405,764 

— 

— 

(333,000) 

5,856,895 

5,100,159 

4,072,764 

2.06 

1.77 

1.52 

— 

— 

(.12) 

2.06 

1.77 

1.40 

.875 

.80 

.70 

3,349,209 

2,772,649 

1,972,029 

4,802,538 

4,450,000 

4,328,273 

3,179,580 

4.718,301 

2,589,051 

34,117,548 

34,542,887 

36,925,941 

96,700,349 

93,294,067 

87,937,645 

15,100,000 

15,950,000 

16,800,000 

1,860,000 

1,920,000 

3,147,100 

49,112,222 

45,684.237 

43,484,369 

17.42 

16.27 

15.53 

2,809,762 

2,806,206 

2,799,183 

431 

446 

439 

6,005,985 

5,974,616 

5,742,120 


UfiLUE..TICKER.SVMBOL..CSI..POST SEC.D..NEU.VORK.STOCK.EXCHRNGE-INC.ftPR CSI 

15 12.1971 . 40 ... 


15 










Colonial Stores Incorporated 

2251 North Sylvan Road • P.O. Box 4358 • Atlanta, Georgia 30302 
Telephone Area Code 404 767-7411 


Directors 

♦LUCIEN E. OLIVER 
Chairman of the Board 
Atlanta 

♦RUSSELL B. STEARNS 

Chairman, Executive Committee 
Boston 

♦ERNEST F. BOYCE 

President, 

Chief Executive Officer 
Atlanta 

RUSSELL S. BEEDE 

Treasurer 

Shaker Workshops, Inc. 

Concord (Mass.) 

♦J. HARRY DORNHEGGEN 

(Physician) 

Cincinnati 

♦EDWARD K. DUNN, SR. 

Robert Garrett tr Sons. Inc. 
(Investment Bankers) 

Baltimore 

NOAH LANGDALE, JR. 

President 

Georgia State University 
Atlanta 

WILLIAM A. LONG 
Latham and Watkins 
(Attorneys) 

Los Angeles 


ERNEST P. ROGERS 

Partner 

Kilpatrick. Cody, Rogers 
McClatchey tr Regenstein 
(Attorneys) 

Atlanta 

STUART SHUMATE 

President 

Richmond. Fredericksburg 
and Potomac Railroad 
Richmond 

♦ELLIS D. SLATER 

Chairman. Executive Committee 
Riviana Foods Inc. 

Houston 

MARK UPSON 

Director of the 

Greater Cincinnati Foundation 
Cincinnati 

JOHN F. WATLINGTON, JR. 

President 

Wachovia Bank and 
Trust Co., N.A. 

Winston-Salem 

C. T. WILLIAMS 

President 

C. T. Williams & Co.. Inc. 

(Investment Bankers) 

Baltimore 

♦Executive Committee 


Elected in 1971 



Russell S. Beede William A. Long Stuart Shumate 


TRANSFER AGENTS FOR STOCK 
The Fulton National Bank 
Atlanta, Georgia 30302 


Bankers Trust Company 
New York. N.Y. 10017 


Wachovia Bank & Trust Co., N.A. 
Raleigh, North Carolina 27602 


REGISTRARS FOR STOCK 
The First National Bank of Atlanta 
Atlanta, Georgia 30302 


Chemical Bank 
New York, N.Y. 10008 


First-Citizens Bank & Trust Co. 
Raleigh, North Carolina 27602 
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ALABAMA 

4 Stores 

Dothan (2) 

Lanett 
Phenix City 

FLORIDA 
16 Stores 
Gainesville (2) 
Jacksonville (10) 
Lake City 
*Ocala 

Tallahassee (3) 
GEORGIA 
127 Stores 
Adel 

Albany (2) 
Americus 
Athens 

Atlanta (Metro) 53 

Augusta (5) 

Bainbridge 

Barnesville 

Brunswick 

Cairo 

Calhoun 

Camilla 

Canton 

Carrollton 


STORE LOCATIONS 


Cartersville 

Cedartown 

Columbus (3) 

Conyers 

Cordele 

Cornelia 

Covington 

Cuthbert 

Dalton 

Dawson 

Dublin 

Eatonton 

Elberton 

Fayetteville 

Fitzgerald 

Forsyth 

Fort Valley 

Gainesville (2) 

Griffin 

Hartwell 

Jackson 

LaG range 

Macon (5) 

Madison 

Manchester 

McDonough 

Montezuma 

Moultrie 

Newnan 

Perry 


Quitman 
Rome (2) 

Savannah (4) 
Statesboro 
Sylvester 
Thomaston 
Thomasville 
Tifton 
Toccoa 
Valdosta (2) 

Warner Robins 
Washington 
Waycross 
Winder 

KENTUCKY 

4 Stores 

Florence 
Fort Thomas 
Latonia 
Newport 

MARYLAND 

3 Stores 

Cambridge (2) 
Salisbury 

NORTH CAROLINA 

87 Stores 

Ahoskie 


Belhaven 
Burlington (2) 
Chapel Hill (2) 
Charlotte (10) 
Clinton 
Durham (5) 
Elizabeth City (2) 
Fayetteville (4) 
Gastonia (3) 
Goldsboro (2) 
Greensboro (4) 
Greenville 
Hamlet 
Henderson 
Hertford 


Hickory 
High Point 
Jacksonville (2) 
Kannapolis 
Kinston 
Laurinburg 
Lumberton 
Mebane 
Morehead City 
New Bern (2) 
Oxford 
Plymouth 
Raleigh (9) 

Roanoke Rapids (2) 
Rockingham 
Rocky Mount (3) 
Salisbury 
Spring Lake 
Southern Pines 
Tarboro 
Warrenton 
Washington 
Whiteville 
Williamston 
Wilmington (3) 
Wilson (2) 
Winston-Salem (4) 

OHIO 

65 Stores 

Bellefontaine 
Chillicothe 
Cincinnati (22) 
Columbus (14) 
Dayton (5) 

Delaware 
Fairborn 
Gahanna 
Hamilton (2) 

Heath 

Hillsboro 

Kenton 

Lancaster 

Marion 

Middletown (2) 

Newark 

Piqua 

Springfield (3) 


Washington Ct. House 

Westerville 

Wilmington 

Xenia 

Zanesville 

SOUTH CAROLINA 

48 Stores 

Aiken (2) 

Anderson 

Barnwell 

Beaufort 

Belvedere 

Bennettsville 

Camden 

Cayce 

Charleston (5) 

Chester 
Clearwater 
Columbia (8) 

Edgefield 
Florence 
Gaffney 
Georgetown 
Greenville (4) 
Greenwood 
Laurens 
Mt. Pleasant 
Myrtle Beach (2) 
Newberry 
North Augusta 
Orangeburg 
Rock Hill 
Spartanburg (2) 
Summerville 
Sumter (2) 

Walterboro 
West Columbia 

VIRGINIA 
79 Stores 

Cape Charles 
Charlottesville 
Chase City 
Chesapeake (5) 
Chincoteague 
Colonial Heights 
Danville (3) 

Exmore 
Franklin 
Gloucester 
Hampton (5) 

Lynchburg 
Martinsville 
Newport News (7) 
Norfolk (10) 

Parksley 
Petersburg (2) 
Portsmouth (6) 
Richmond (14) 
Smithfield 
South Boston 
South Hill 
Suffolk (2) 

Virginia Beach (8) 
Williamsburg (2) 
Yorktown 


Under Construction 


GRAND TOTAL-433 Stores 
as of January 1, 1972 





















